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In another phase of an anti-inflation program introduced in December, the Mexican government
announced Feb. 29 that it would freeze the peso-dollar exchange rate and government controlled
prices during March, and raise wages only 3% for the month. Mexican inflation is currently
estimated at 177% per annum. The announcements marked the second stage of the so-called
Economic Solidarity Pact in which govenrment, labor and business leaders agreed late last year to
index wages to predicted monthly inflation beginning in March. According to the announcement,
the peso will be fixed throughout March at the closing rate on Feb. 29. In February, peso devaluation
in relation to the dollar averaged three pesos per day. At noon on Monday, free market trading
of the peso averaged from 2,300 to 2,360 to the dollar. On Feb. 26, the range was 2,237 to 2,267.
The "free rate" is used in tourism and border transactions. The government- regulated rate used
in 75% of all commercial transactions was 2,281 to the dollar on Monday, and 2,270 on Feb. 26.
Since January 1, exporters and other business representatives have insisted that the government
permit a more accelerated rate of devaluation. On Feb. 29, the government claimed that foreign
reserves had been strengthened, suggesting that rapid peso devaluation was not necessary. In
January, according to the central bank's director general, reserves totaled more than $13.5 billion.
Prices of government goods and services, such as electricity and gasoline, and of governmentregulated products, including most basic foodstuffs, are to remain fixed in March. The private sector
reportedly agreed to try and avoid raising prices of goods and services not subject to government
controls. Labor leaders had originally requested at least a 10% wage increase for the month. They
apparently conceded to the 3% increase in exchange for the price freeze and fixed exchange rate.
Next, the announcement stated that for February, inflation was estimated at 7.5%, down from
January's record 15.5%. Officials expect a further drop in inflation in March. On Feb. 26, Mexico's
central bank reduced interest rates for 30-day bank deposits by 10%, marking the first rate change
in six weeks. At present, the annual interest rate for such deposits is 139.35%. According to the
government, the March freeze would lead to further reductions in interest rates. (Basic data from
Reuters, 02/29/88)
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